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Abstract 
The Czech Republic has had one of the lowest monetary poverty rates out of the EU countries, which is also the result of a low 
prevalence of in-work poverty. Despite these rather benign aggregate figures, working poor still represent a significant proportion 
of persons living in monetary poverty in the Czech Republic. The purpose of this study is to identify population groups that 
experience the highest in-work poverty rates, according to multiple criteria such as age, gender, household type, number and age 
of children, level of education and the most frequent activity of other members of a household. These calculations were undertaken 
using EU-SILC microdata.1 
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1. Introduction 
This article seeks to discuss in detail determinants which affect in-work poverty rates in the Czech Republic. 
Throughout the study, we will focus on the monetary aspect of poverty, while acknowledging that poverty is a very 
wide concept that may manifest itself in a large variety of forms. Apart from the monetary aspect, one of the widely 
researched topics has been material poverty; in more general terms, poverty may entail any cause of social exclusion: 
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inter alia, educational disadvantage, poor health and access to health services, inadequate housing and exclusion in 
the labour market (Nolan and Whelan, 2009). 
The Czech Republic has been one of the most equitable countries in the context of EU countries in terms of 
monetary poverty rates. Throughout this study, poverty rate is defined as a percentage of persons living under poverty 
threshold, methodological details are discussed in the following Section. Table 1 shows the figures for the year 2013, 
the Czech Republic had the lowest overall poverty rate out of all EU countries (for the population 16 years and over); 
the second-lowest poverty rate experienced the Netherlands (at 9.8). This outcome is largely due to a rather low poverty 
rate of employed persons (i.e. the in-work poverty rate), the second lowest out of the EU countries after Finland – with 
in-work poverty rate at 3.7. Also, the Czech mandatory defined-benefit pension pillar has been set highly equitably, 
as there is a very low dispersion of old-age pensions compared to nominal wages. This in turn leads to very low poverty 
rates for pensioners – 4th lowest out of EU countries in 2013, after Luxembourg, Hungary and the Netherlands. 
Remarkably, the Czech Republic has also experienced the lowest poverty rates for persons tagged “other inactive” in 
Table 1, which comprise especially students and persons on maternity/parental leaves. 
Notwithstanding the rather favourable overall results, there exist certain groups of population with much higher 
poverty rates; the following passages will describe such groups within the category of employed persons. From 
the policy perspective, working poor also constitute a very relevant category as it comprised of 21% of poor persons 
in 2013. 
     Table 1. Poverty rates for persons aged 16+ by most frequent activity status in the previous year (2013) 
 Czech Rep. EU28 
Total population 8.1 15.8 
Employed 4.0 8.9 
of which:   
   - Employees 3.0 6.9 
   - Self-employed 8.7 21.6 
Unemployed 44.3 46.4 
Retired 6.1 12.6 
Other inactive 12.5 26.2 
Source: Eurostat   
2. Conceptual framework for in-work poverty 
In-work poverty refers to the situation when employed persons are living in poor households, which may be defined 
on the basis of low income, existence material deprivation or other forms of social exclusion. As discussed in the 
introduction, this paper specifically deals with the concept of monetary poverty; we will use the definition employed 
by the European Commission (Eurostat, 2010): 
In-work poverty risk indicator: Individuals who are classified as employed (distinguishing between wage and salary 
employment plus self-employment and wage and salary employment only) and who are at risk of poverty. 
To put it into other words, in-work poverty rate is defined as a ratio of the number of employed persons living in 
poor households to the total number of persons employed. The main purpose of this paper is to identify vulnerable 
subgroups within the category of working poor; the in-work poverty rates for particular segments will be calculated in 
a similar manner. As an example, in-work poverty rate for women aged 30-54 is defined as a ratio of employed women 
at this age living in poor households to the total number of employed women in the 30-54 cohort. 
To this point, it is necessary to define the concept of poverty threshold, through which the number of poor 
persons/households can be calculated. When dealing with monetary poverty rates, poverty threshold is often set at 
a given point in the income distribution; households which fall short of this income are then considered to be poor (in 
monetary terms). In this study, will use the definition applied by Eurostat and other EU institutions, stating that people 
are at risk of poverty in case their equivalised disposable income falls below 60 % of the national median equivalised 
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disposable income, after social transfers (UNECE, 2013a). There are various other ways to determine such thresholds. 
As an example, the OECD also uses the equivalised scale, and two poverty thresholds: 50% and 60% of the median 
equivalised disposable income (UNECE, 2013b). 
Equivalised scales are frequently employed to capture economies of scale in consumption in each household: 
the more persons live in a household, the easier it is to achieve economies of scale: paying rent, buying in bulk, making 
use of shared objects such as cars, household appliances etc. This notion is then captured in the so called equivalisation 
factors. We will use that of Eurostat, which applies weight 1 to the first adult person in a household, 0.5 for other 
persons aged 14 and more and 0.3 for persons up to 13 years (UNECE, 2013a). When using this scale, the 60% of the 
median equivalised disposable income in the Czech Republic in 2013 reached 116 093 CZK per year, i.e. households 
with their equivalised income being smaller than this threshold are considered to be poor in monetary terms. 
3. In-work poverty in the Czech Republic: detailed results 
The analysis of monetary poverty rates has been a thoroughly researched topic in EU countries, especially since 
the introduction of a common survey framework: the EU Statistics on Income and Living Conditions (EU-SILC) in 
2004. In the Czech context, one of the core studies presenting results for various population groups has been 
undertaken by the Research Institute for Labour and Social Affairs (Výzkumný ústav práce a sociálních věcí): core 
studies are notably Hora et al. (2008), Sirovátka et al. (2011), Horáková et al. (2013) and Vavrečková and Janata 
(2014). 
Nevertheless, specific research on in-work poverty in the Czech Republic has been largely scarce. Šustová (2013) 
calculated odds ratios for employees to be poor, according to selected criteria. She found that medium- and low-skilled 
employees have a much larger probability to be poor than those with a university degree. Also, employees living in 
households with children were subject to a greater in-work poverty probability than those without children. Šustová 
and Zelený (2013) then also analysed interlinkages of monetary poverty and material deprivation for employed 
persons. 
This article then seeks to fill this research gap by dividing the broad segment of working poor persons into smaller 
population groups, in order to identify those with a particularly high risk of in-work poverty. 
In every table, two distinct measures will be presented. First, the poverty rate – the ratio of poor persons with given 
specifics to the total number of persons with such specifics – and the share of such a group in total employment (in 
italics), in order to determine the relative weight of these persons and their importance for policy decisions. 
Table 2 shows the basic decomposition of employed persons according to age groups and gender. Not surprisingly, 
in-work poverty rate for men is lower than that of women, as there has been a significant gender pay gap in the Czech 
Republic: the average wage of men was 27% higher than that of women in 2012 (source: Czech Statistical Office, 
Structure of Earnings Survey), i.e. in the year for which the 2013 EU-SILC microdata refer to. 
Also, the age dispersion of in-work poverty rates follows a distinct and predictable pattern. In-work poverty rates 
tend to be rather low for young people up to 24 years, where the proportion of persons living in single households is 
still very small. Later in life, poverty rates increase especially due to forming of new households, either single or with 
2 and more children, where the poverty rate exceeds the aggregate figure (see the following sections). In-work poverty 
rates then fall again after reaching pensionable age (62 years for men and 59 years for women with two children in 
2012), due to additional income stemming from old-age benefits. 
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Table 2. In-work poverty rates and shares of employed by age and sex (2013) 
Men Rate Share  Women Rate Share 
16+ 3.8 56.4  16+ 4.3 43.6 
16-24 2.0 3.0  16-24 4.8 1.9 
25-34 2.4 14.7  25-34 3.0 9.3 
35-44 4.1 16.5  35-44 5.7 13.8 
45-54 5.3 12.2  45-54 4.3 12.2 
55-64 4.5 9.2  55-64 3.5 5.9 
65+ 1.0 0.9  65+ 0.0 0.5 
Source: Own calculations using EU-SILC microdata  
 
There also exist significant differences in in-work poverty rates with respect to the composition of households. As 
hinted at earlier, single persons tend to have higher risk of in-work poverty, which is particularly striking for women 
aged 30-54 (11.2 as opposed to 4.3 for all women aged 16+). Not surprisingly, households with more adult members 
experience much lower poverty rates. Out of all household types in Table 3, single with children then constitute the 
most vulnerable group; quite surprisingly, this is especially true for single men with children, although their share in 
total employment is rather small. In-work poverty rates then increase in line with the number of children; this finding 
is also presented in Šustová (2013). 
Table 3. In-work poverty rates and shares of employed by household type (2013) 
Household type Rate Share  Household type Rate Share 
Single  6.8 9.7  Single with children 11.5 2.8 
of which:     of which:    
   - Men 5.5 6.0     - Men  14.9 0.3 
 16-29 5.4 1.3     - Women  11.1 2.5 
 30-54 5.8 3.5  Two adults with 1 child 4.0 15.0 
 55+ 4.9 1.2  Two adults with 2 children 4.8 17.8 
   - Women 8.7 3.7  Two adults with 3+ children 7.5 3.2 
 16-29 9.4 0.5  Other households with children 2.8 9.8 
 30-54 11.2 2.1      
 55+ 4.0 1.1      
Two adults 2.7 23.8      
Other without children 2.4 17.9      
Source: Own calculations using EU-SILC microdata 
 
Table 4 presents further decomposition of the rather vulnerable group of single person with children. Poverty rates 
for those employed having one and two children differ by just 2 p.p., but sharply increase for the those with three 
children; again, this cohort is rather small, there is no single working person with 4 or more children in the sample. 
In-work poverty rate is somewhat higher when employed persons have small children up to 5 years. There is no 
representative of a single working person with 2 and more children up to 5 years, which likely goes back to the rather 
long entitlement for parental benefits in the Czech Republic, which may be granted up to children aged 4 years. Similar 
pattern also applies to other households with children (calculated as a complement to single households with children), 
whereas in-work poverty rates exceed the aggregate in-work poverty figure of 4.0 already for households with 2 
children, which constitute a significant share of employed persons (19.9%). 
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Table 4. In-work poverty rates and shares of employed by household type and number of children (2013) 
Single with children   Other households with children 
 rate share   rate share 
Total 11.5 2.8  Total 4.3 45.8 
1 10.5 1.8  1 3.5 22.4 
2 12.5 0.9  2 4.7 19.9 
3 27.3 0.1  3 5.6 2.9 
    4+ 15.2 0.6 
       
Single with children up to 5 years Other households with children (up to 5 years) 
 rate share   rate share 
Total 12.8 0.4  Total 2.9 16.4 
1 13.6 0.3  1 2.8 13.5 
2+ -- 0.0  2 3.2 2.7 
    3 7.8 0.2 
Source: Own calculations using EU-SILC microdata 
 
The following passage presents a view on in-work poverty with respect to the level of education. Low level of 
education of a household is defined as a situation when all members have primary or no education; for the medium 
level, at least one member attained secondary education and for the high level, at least one member has a university 
degree. There exists a clear (and expected) dependence between the level of education and in-poverty rates, 
households with members not having attained at least secondary education experience rather high poverty rates, which 
applies especially to those living in households with children – nearly a quarter of these persons live under the poverty 
threshold. This can be explained by particularly large wage differences with respect to education, nominal wage for 
persons with an university degree was more than 2.4 times higher than for those with no or primary education in 2012 
(source: Czech Statistical Office, Structure of Earnings Survey). Despite the fact that households with high level of 
education experience very low in-work poverty rates, it is quite intriguing that again, single persons with children face 
higher in-work poverty rates than the average population. Such a strong dependence of in-work poverty on education 
is also in line with Šustová (2013). 
Table 5. In-work poverty rates and shares of employed by level of education and type of household (2013) 
Level of education Rate Share 
Low level 12.6 1.7 
of which:   
   - Single 23.7 0.4 
   - Single with children 23.0 0.1 
   - Other without children 8.5 0.8 
   - Other with children 8.4 0.5 
Medium level 4.7 74.7 
of which:  
 
   - Single 7.5 6.9 
   - Single with children 12.3 2.2 
571 Petr Maleček and Klára Čermáková /  Procedia Economics and Finance  30 ( 2015 )  566 – 572 
   - Other without children 2.9 31.9 
   - Other with children 5.4 33.7 
High level 1.2 23.5 
of which:   
   - Single 1.6 2.4 
   - Single with children 7.3 0.6 
   - Other without children 0.9 9.0 
   - Other with children 1.0 11.6 
Source: Own calculations using EU-SILC microdata 
 
The next table shows the results of a more detailed look at the composition of households, according to the most 
frequent working status of other members. The interpretation is, as an example for the group tagged “2 employed”, 
that on the top of one employed member of a household, there live exactly two additional employed persons. This 
does not preclude that there are no members with any other working status (such as children, retired etc.) so that all 
groups are not summable or mutually exclusive. The “2+ unemployed” and “2+ retired” in practice refer to 2-3 
unemployed and retired, respectively, as there were no households with one working and 4 or more 
unemployed/retired persons in the survey. As expected, the more working members there are in a household, the lower 
the in-work poverty rate; resulting in no poor households with three or more employed members in the survey. Similar 
pattern emerges in the case of retired persons due to the aforementioned setting of the Czech pension system. 
Nevertheless, the presence of any unemployed persons significantly increases in-work poverty rates of a working 
member of a household. In case another person is on parental leave, in-work poverty threshold is still below both the 
aggregate in-work poverty rate of 4.0. 
Table 6. In-work poverty rates and shares of employed by working status of other household members (2013) 
Other household members rate share 
1 employed 2.7 53.9 
2 employed 0.4 11.8 
3+ employed 0.0 4.3 
1 unemployed 11.7 8.6 
2+ unemployed 44.4 0.9 
1 retired 2.5 11.8 
2+ retired 0.9 2.3 
On parental leave 3.1 5.3 
Source: Own calculations using EU-SILC microdata 
 
The final figure presents the relationship between the degree of urbanisation and in-work poverty. Densely 
populated areas are defined as a contiguous grid of cells of 1km2 with a density of at least 1 500 inhabitants per km2 
and a minimum population of 50 000; intermediate as a contiguous grid cells of 1km2 with a density of at least 300 
inhabitants per km2 and a minimum population of 5 000; and thinly populated areas as the remaining regions outside 
these clusters. There is hardly any difference between densely and intermediately populated areas in terms of in-work 
poverty; the countryside is nevertheless more prone to in-work poverty, which is likely the result of different 
employment structure in these regions (away from higher-remunerated services, in particular), and thus lower wage 
levels. 
  
572   Petr Maleček and Klára Čermáková /  Procedia Economics and Finance  30 ( 2015 )  566 – 572 
Table 7. In-work poverty rates and shares of employed by degree of urbanisation (2013) 
Degree or urbanisation rate share 
Densely populated 3.4 30.5 
Intermediate 3.5 33.0 
Thinly populated 5.0 36.5 
Source: Own calculations using EU-SILC microdata 
Conclusion 
The Czech Republic has traditionally experienced particularly low poverty rates within the context of EU countries, 
which also applies to in-work poverty. Within this group, there nevertheless exist several categories of persons, which 
face relatively high poverty rates. This particularly applies to single persons with children, who experience much 
higher in-work poverty rates than other households with children or childless households. Next, in-work poverty then 
depends strongly on the level of education attained: persons with a university degree in a household experience much 
lower in-work poverty rates (by 11.4 pps.) than those not having attained at least secondary education. This can be 
explained by particularly large wage differentials with respect to the level of education attained. Despite this fact, 
single employed persons with children having attained university degree are still subject to higher than average in-
work poverty rates. In-work poverty rates are also significantly influenced by working status of other members of a 
household. Higher numbers of additional employed or retired persons in a household reduce in-work poverty rates, 
whereas the presence of unemployed persons in a household substantially increases in-work poverty risk for employed 
household members. 
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